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“2 0" "ia" Director, Strategic Services: Unit, Washington, 25, D.C. 
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Le. GENERAL 


apo bel = . Effective 1 July 196 the United States Armed Forces ‘in China 
.  (USaFTC) ‘ceased to exist and the residual tasks remaining to be completed 


were delegated to: the China Service Command which is now the administrative 


tinue to operate until 30 September 


The War ‘Department ‘has < approved 


oe headquarters’ for SSu/ China. Lieutenant General Alvan. Cillen has been. 
; _ transferred: to General Marshall's Group and Major General Ray T. Maddocks 
has departed Stateside. However, the 


principal staff officers of USAFIC 


have remained and they are’ earrying out. their seme duties with the China 
. Service Command. . Under present 


plans the China Service Command will con- 


this 


+ at which time it will conse to exist. 


Plan and one of its provisions-is that 


-  SOU'will- likewise cease to exist on 30 September. However,- the 7th Fleet, 
' Under Admiral: Charles. M. Cook Jye, has indicated unofficially ‘that the plens 


Pox. ‘the’ continuance of their operations includes ‘the continuance of the _ 
'.. Present: China Strategic Services Unit. Our information at the present time 


is thet the question has beon posed by the War Department to General Marshall 
as to.whether the continuance of SSU in China subsequent to -30 Sep tember - 


Would embarrass -him or his miss. 


ion. 


this is the situation and we are pres a 
ition, we are in no way diminishing our activity in anticipation of closing, 
but on ‘the contrary are continuing. the reconstruction of: the organization 


Maximum: coverage. 


be in-order ‘to teke the maximun advantag 


Admiral Cook has been informed that 
ently awaiting developmonts. In add 


e of available personnel and obtain the 


| I$ has become apparent. that it is. necessary to reorganize in 
order: to-stay under the ceiling of 196 persons which was sot by OPD. There 


is appended hereto a; newproposed Table of Organization, together with a 


chart illustrating how 8.1. is now organized. This shoula be of great 


- asSistance to Personnel ‘in Washington engaged in the recruiting program. 


It is not.felt that the T/o provides enough personnel to efficiently handle 


. ‘the coverage we should have. This is particularly true in connection with 


the field stations, Briefly, the T/O under which Washington is now recruite. 
for sufficient administrative and clerical 


. ing for China does not provide 





: whe in “gene 


» assistance for the outlying stations. 


_ Further, the diminishing of activity — 


by the Theater has increased the responsibilities. of Shanghai to the point 
that. we are now completely supplying the field stations as well as assuming 
many of the administrative details which were -formerly aecomplished by ‘ 


" Theater. ‘Mp. Ben Snith is returning to the United States on PCS and he © 


has with hima copy of the T/0 which he proposes to discuss with the 


‘Director. It-is believed that Mr. S 
' why ‘a -raise in the personnel ‘ceiling 
» dnerease is needed. This problem deserves eareful consideration since it 
_ ‘dsonot.-believed ‘we can operate efficiently without the personnel we have 

. stated we: require. Dk - a *” 


i 





» 7 Qs SBERSONNEE 


During the month we -have received a total of thirty replacements, . 

ral have been of a.much higher quality. thdn we had any reason’ to —//: 

| SXpects' However, several of the. female elerical personnel have arrived L 
houb thé ability to teke: shorthand.and to type efficiently. Our. Unit. 








mith will be able to explain exactly . 


is required and exactly where the 


















s type of personnél, 





wi, 


¥ only with: 


rey consent 
WStoricar « 


Stati 






ue addition, in Shanghai there is an inflation very similer,; we are told, 'té 


ae ord iton of this inflation was recently carried in the May 6th issue of 


hor 


Boe ‘peplace » the persons leaving. It is now. planned thet Major Harry Hunter 
Oo WELL Bo" +o Peiping and assume command. The ‘present acting Commanding . 


$6. Shanghai 


¢ anghad and they were confined . ta: ‘their billets ene 
which prevented them from attending churéh.. “These demonstrations 
elves are'not serious.and the Army is’ only’ ‘being overly cautious. dn. 
jo Prevent any United. States personndt from becoming involved and 
prec: pitating - “any bigger problem. It is suspected by many that these- demons s 
ee strations are Soviet inspired and that.one of the aims is to: ‘involve wilit- . 
ary’ personnel in order to discredit the Americans, Thus the gaution.. in. 





the “ir lation. that existed in Germa ny following . the last war... &. good das 





oe: ‘Life Magazine under the title "Shanghai. Lationt. The American: dollar is 
worth: considerably ‘less than. fifty cents. at the predent time, even though | 
. the money exchange is roughly 2600 CNC to ‘one United States dollar, Conh« 
- -Seguently the civilians are no- longer able. to live within their L & Q. 
-< aliewanee’ and ‘they are compelled to spend. part of their base salary unless 
the ay nothing, cat in _déymy messes and live in deny billets. This is | 
ment 2d. only Decatisé a certain resentment. has. been -expressed: ‘bY Some of 
SR arrivals, tho are: presently doing: their job exceedingly well, ‘but, 
— whose. discontent may possibly ‘become a morale: ‘problem... By and large, ey 
“a foxy, orale ‘retains ona. rélatively’ high level in spite of. gifficulties, 
J ve Pee . imaginary. The: assignments of all. newly eet Aien ‘Hetsoael are: 
ne aes coated ‘on the attached mp 
















“Be Bil, 


ee ae ae - puring te: mnstith a base: was’ opened at Changin’ uider the a a 
fo omnia ot Lt. Colonel Redford and basic liaison is now established. 
Chengoliun now has oie man: each in Harbin and Kirin and the ‘plans are that. 
as soon. as practicable, Lt.. Colonel Redford: will move on to Harbin and 

establish: it as.a DEES leaving Lt. PeeB iene. in. anetee of the. a 

dpegation. ‘ ; 

- With the. dep aveies, ‘of eaeey who are: 2 eligible for return 
Stabeside Pekping. has beéh decimated and many of the valuable contacts 
which. were established there’ after long and tedious: effort. have probably 
been Jost to SSU forever as we have had no competent. personnel available 


Officer ‘of. the. Peiping ‘base is’a Captain Davis who was recruited in the 
‘field. ‘by: Mr. Hs. Bén Smith atid who has mich promise but: ‘no experiencee In. ae 8 

: addition, Mey. Joseph . Copeland. a recent arrival who had. been sent to Mukdens ; 

is is hedge: transferred to Peiping. to salvage the Side contacts. : 


° Mentsin has continued. to be active’ throughout the. month unex. ae 
the’: -command. of I%. Commander Van Den Brink and their Fox-and Petrel Missions oad 
eo ine the: Hulutad and Bisontng Dentnente area, Soneiae: to produce much valuable 

‘ intelligenes. . ; 


oo” dy " Shantung Province has been the- scene of much “aetinty, between 

a the: Net ion lists and: ‘Communists ‘throughout ‘the month’ and-we have received 

: excellerit ‘coverage: of ‘the .sittiation from both Tsingtao and Tsinan.s In ous 
“addition, the Fleet. departed in the midale.of the. month ‘for: ‘Tsingtao where 
it will remain ‘bhrougtious the summer. This has increased: the burden OD ay 8 ae i « 
. Tslngtao. and. asa result. it- has. been impossible to bring Ensign James | Moore’: ay 
oto assume: the: post. of Chief of ‘Shanghai 5, ple Operations. “Tn. oa te 





‘this. ‘sonnections’ 44 | As. well ‘to point. ant: uh: the key. 8. To: ae aN: ine 
a eee ore ae net FAL leds’ ar oe : 








“Rot ‘of S80 Ohitha di Tune 1946 











toe pee ay 
ope 


‘¥énen, was: coveted this month ‘py as ten day trip: of iia jor Harry 


- Hunter -and’, Lt. Meyer Auerbach, to discuss matters of an economic interest * 





hinesie «? ‘Tis is the first major step in establishing good sete 
é Giiness: Communists on. She top Levels ak is: a: hot pada that our 


2 NeRS: ot ‘avaL lable tio t us : due bo a lone iL ruling By the Paani bee we: werd. 
ere} ‘Let; the Commini sts completely BLONE This is now-clarified and it igs 





2 = peélleved” that we: tay: eventually station aman in Yer sane Yenan remains the 


1) seitemenremeirchean etree mens n 


issued: begitning about 15 July. ‘Mr. Charles Cox has been placed in charge 
of: re-establishing this. projects We will issue ‘four editions and then 
peview the ‘Sityation ‘to determine the practicability ‘of continuing o We 
“+ would: Like: ‘to do it, if for no other reason than to identify our infor~ 


‘ are only SHEERCE of whet we have furnished thems -  - 


will, be: corrected in the future, It is my opinion ‘that our security is 


7 Abtaohr a shinai te 





ae Bes 


“Canton. Wes ‘yecpaned as an cpovating base during the month and Lto 


Richard Davis has-been plecod in ChaTZSe Even though he has only been there 


a, short: time he has »een able to PeAsw iany of the old contacts which had 


eee previowsly sealed off and we ave again receiving. information wiich is 
Jof aid in interpreting the overall pictures 


It is planned thet a weekly intelligence summary will again be 


mation; since those summaries now being issued by the Fleet and the Army 


he Bee = 
Mr. thi Lain Crawford has departed Statesiae ‘arid he has been 


' pegtaved’ temporarily by Mre Glenn Fields’ who will remain until his replace- 
ment arrivese X-2 has been eax'ts -smely fortunéte in that they have received 
“anumber of new personnel who have easily fitted into the pictures ‘This 
has. enabled them to ‘continue production et ea high level in respect to both - 
“quart ty" and’ quality. However, itis imperative that their present vacan~ 
- ghés" Be Pilted imiediately in addition to. sending replacements for thw two 
.Waléron brothers, Hennig, and Carroll These four men have covered eral 


and Ti entsin and are of an extremely high calibre, put they are eligible 
for return Stateside ‘end Wilh Hot remains It has not been neeéssary to 


yeeeer are E-2-since it is already streamlined and operating efficiently o. 


gS. gpm 


he post of Theater Security Officer is now vacant with: the 


‘departure of ist. Lt. Edwin Williams» 4s stated in the report submitted 
by Lt. Williams, there have been some changes made with the view of tighten- 
_ dng, our security and it is believed that progress will continues Due to 


transportation. difficulties our Security. Orficer has not-been able to 


make regular trips of inspection to: all of the Field Stations, bud. tag 








stilt. quite poor compared to that of the British and the Pus sians, but 


“. there is at- present no ‘solution to the roblem since wa de. not have 
fie nican yersonne] to jerform all the tasks which must be exequten ny our 
.Serwices Section, .It is believed that we have been successful insofar as: 
“preventing other” rationals fecm having a.coess to our classified Piles, put 
this: alone is * not. enough, | ; 


' Ps, 


alawqa,te la WR ee 


ita Gol.onel, Infantry. 











Communist - Capital iw gpite of the Iaet thes most of the achivitics have been _ 
: tratisferred to Kaigano oS 5 





i Rotrime nde ee SO ares 
S80 China | ia To . ree eee eo ee ue 
; Oreanizetiona Cirts.: ; ; a Oo. : 
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SAINT (J3/2 and DH/S) . 
SAINT (BH/76) 


Attached hereto. is a eopy of the Kee 


Ghina Station activities Report for June 1946, 


BH/T6 
5f 


Distribution; 
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SUBIMIT: § Station activities, X-2 China, Month 
or june 1946. 





Organization and Strengih — | 
No. of personne] not on orders for Stateside 
Shipments at Shanghai June 50. 18 
No. of persomei in Tisntsin, June 30, not on 
Stateside shipment orders | ZL 
Noo of personnsi in Peiping, June 30, hot on — 
-Statesids shipment orders 2 
Now of personnel in Teingtas . se 
No. OF personnel in Mukden . , . 8 
Nos of personnes in Ghangchun 2 


Total X-2 personne] net on orders to return 
to Stases as af June 50, 1946 25 


Briefiy, the above personnel may be classified into the 
following positions: i Brench Chief, L teport and Finance Man, 
4G Investigatera, 1 Chief Clerk, 6 Stenographers, and 3 Clerk . 
typiats. As of June 30, akl personel indicated for sub-stations 
_ arg Investigators, which makes seven investigators for the sub- 
stations and six for Shenghai., It is contemplated that in early 
guly a stenographer from Ke8 Shanghai wilh be sént to Peiping. 

A stenographer on SI Yohls is being made available to Xo? in 
Tienteine In Itikden, one SI man is assisting in Ke2 work. One - 
of the Stenographers in the Shanghai office also serves os a 
Yecephionist. ~ Bc . _ ‘ 


Ils Operations 
SHAG a mum ORTHO 


Notes ft ia not clearly understood what type of information 

Washington desires under this heading. In some re- 

| spects each informant covld be regarded as an opera- 
tion or is at least often responsible for an operation. 
It is f@3t by this office thas the numerical Listing 
of speration serves Little purposes Further, ¢ertain 
‘Operations in this area are deemed toodelicate to- 
discuss in this report. However, a numerical Listirms 
of opatations ia hereinafter set forth. 


active. 





Shanghead sesasecag §& 
Tientsin eséenvos B 
Peliping weaotcece 
Mukden ore ons eae ZL 
Teimnetao cesceses F 


Total - 12 
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' One operation concerns itself with pur efforts +o 

Renipulate a smell group of Polish citizens to our ad- 

vantages Contett is maintained with four important pere 
Sohnages of this group. The leader of the group received 

' instructions from the Lendeoa Poles do cooperates with ss7 
in Chins only on the highest levéle. 


In addition to the usual run of intelligeneé inf or. 
mation received from this eroup, tha follewing conerets 
pre jects are under way. 


i + Definite plans are uxier way te send a covert 

agent into Horbin 

&~ Thuy are working on a Soviet Lieutenant whe 

deserted the Russian Army and is in Shanghai, _. 

A @econd operation is related to the interseption of 
‘putporied Tacs Ra@ie instructions from Moseow to Shangnad » 
We have veceivad these for seversi months, procesding on 
the assumption that they are either (13 gemine, (2) a 
Soviet plant, or (33 totealiy manufactured by professional 
informants, It is the opinion of BH/78 thas hey are not 
genuine. However, in attempt to determine which assumption 
is torréot, the feliowing are being arranged: " # _— 


oot 
we at 


L~ Surveillanecs on Sources a ae 
2 Interview with one inlividual closes te Sources: 


‘te a tw 


ae ele 


| Another operation in Shanghai May also bs regerded as 
en intercept preject. For months we have been receiving 
Copies of reports on Russian activities which are furnished 
%0 the Chingse by Local informants, 
Another Xn Shanghal operation which is regarded as 
important is the use of a soured having access to eertain 
Chinese files which refiect Considerable data on Soviet | 


' ¢btigens., 


Another of our projedts is identified with our efforts 
to develop and use on at extremely selective basis Sertain 
White 2ussians who aremt in the Professional informant 
Giass bub who hold positions of respect in the white 
“ussian colony. 


(2) Peipine 

Throwsh the use of BIS men we receive certain results 
of Chinese efforts te monitor Soviet radio stations. So 
fae we have reteived little more than hand-outs in this 
connections (See Difficulties.) 


(3) Pientsin 





An operation is under way in Tientsin which may pro- 
vide sources in the Mongolias. Contact has been effected 
With eperators of caravans which go to the Mengoliaa. The 
operators of these caravans are in turn in eonsact with 
formet rulers of Inner Mongolia. 
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iiYe Sevvices Rendered Other Agencies 


Ive’ Relations with for 


Aa Gilearances (Name Ghecis} 


* 





At Shanghai: Por G«2 700 
. For Consulate .- 125 
For Navy - 40 
For CID 20 . 

~ 5 Miscellaneous . 88 
‘At Peiping: 40 
At-Tientsing — ' Ag 
Total Name Checks 992 


In Connection with the above, it is to be noted that in 
Shanghai one of the names submitted by the Consulate was that 
of Mere. IRENE VERTINSKY who had applied for a visa to the 
States. Previous reperts have been submitted by this office 
indicating a good possibility that she is connected with 
Nusaian Intelligenee. She was refused a visa in Shanghai 
after it was determined that the PBI did not care to handle 
the Gase at the present time if she were permitted.to enter 
the United Statese nd i 


B. Safe Haven Duties 





Contact has been effected with personnel interested in 
Safe Haven.. However, very little Sefe Haven material has 
been handled by this office in June 1946. 


eign Agencies 





X-Ray China does not maintain what could be. termed 
"official" liaison with ‘any foreign agency.’ However, certain 
Telationships do exist between personnel of X-2 and personnel 
of foreign agencies. : . 


_ For example, BH/76 maintains a personal relationship with | 
a representative of the British Consulate who is without doubt 
interested in intelligence. He visits the X»~2 offices occassion- 
. ally and BH/76 in turn calls at the British Consulate. The 
exchange of information has been on the outer fringes of 
intelligence - nothing of particular importance, Both parties, 
of course, omit letter headings, Signatures, and operational 
data in exchanged material. ‘The relationship has not been 
exattiy helpful but on the other hend no harm is done and the 
"loose liaison” may one day bear fruit. 


BH/227, om a purely personal basis, has discussions with 
people connected with BIS. Wo written material is given to 
these people. The advantage of the relationship is all in 
our favor since no informtion is Given to BIS. A similar 
arrangement is in effect in both Peiping and Tientsin by X-2 
Tepresentatives. The Peiping office has been the most success~ 
ful in such arrangements and their contact with BIS (Chinese 
Intelligence) operatives could almost be stated to be on an 
informant basis ‘rather than a liaison basis. Here again, of 
course, the information is all coming in our direction. 


BH/216 is in touch with leaders of the London Pole Group « 
The leader of this group was instructed from London bo cooperate 
with SSU in China only on high levels. This relationsnaip has 
Deen most satisfactory. - , , 
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Difficulties 
Ae 





Personne], Shortages 





AS previously indicated to Washington, X-2 China is in 
need of additional personnels This is byrne notwithstanding 
the recent arrival of three investigators, one male steno- 
‘@rapher, and five female employees. To offset the arrival 
of these nine employees we have lost the services of 
eight others and will definitely lose more in duly and August. 
A vecent table of organization submitted to the Comranding 
Officer reflects that x-2 China will need by August 1, 1946, 
the following personnel to Pepiace those who have iIefs and 
those who will leave in the immediate future: 


L Branch chief 

L Deputy Chie? 
13°) Investigators 
4 Stenographers (female) 
3 Stenographers (mele) . 
i File Glerk (female) 

2. Glerk-Typist (female) 


seta Migs 


24 Tetal personnel ne eded by August 
in spite of personnel diffi¢ulties, this office earnestly 
requests that Yashington continue placing emphasis on quality 
and no% nuinbers where investigative personnel is concerned, 


Be OQOperetionel Problem - Peiping 





Please refer to "Principal Operation - Peiping" where it 
is set forth that through the use of BIS men we receive ren 
sults of Chinese efforts to monitor Soviet radio stations « 

At present, Chinese furnish us with only a small portion of 
wWansloted traffic. X-2 operatives Peiping advise that with 
their present relationship with BIS we could secure all the 
"raw monitoring which is a ticker tape affair vefleeting the 
Russian Morse Goede - providing we had someone who coukd handi e 
the Russian Morse Code. We are pursuing this matter further. 
-In the meantime, Washington should advise. as to the possibility 
of securing someone capable of handling Russian Morse Code. 


Ge Supoly Problems 


X-2 China could use three steql file cabinets which carnot 
be secured locally. General office supplies such as hele 
punches, Acco fasteners, typewriter ribbons other than for 
portables, ani scotch tape are also setarce. 
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